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Debt Service Fund

The Constitution of Virginia and the Public Finance Act of 1991 provide the authority for
a county to issue general obligation debt secured soled by the pledge of its full faith and
credit. A county also is authorized to issue debt secured soled by the revenues of the
system for which the bonds are issued. There is no limitation imposed by state law or
local ordinance on the amount of general obligation debt that a county may issue;
however, with certain exceptions, all debt which is either directly or indirectly secured by
the general obligation of a county must be approved at public referendum prior to
issuance. Debt secured solely by the revenues generated by the system for which the
bonds were issued may be issued in any amount without public referendum. The
County currently maintains an AA/Aa2 bond rating.

Debt Issuance to Date

As of June 30, 2003, the County of Roanoke had $168,528,162 in outstanding long-term
debt. This balance is comprised of:

General Fund G.O.Bonds $ 19,971,598
‘School G.O. Bonds ... ... . 60004,398
‘State Literary Fund Bonds o - 10,390,658
Lease/Purchase Obligations ~~ ~ 6879,153
Water & Sewer G.O. Bonds R 2,533,334
Water & Sewer Revenue Bonds 68,749,021
Tol CountyDebt 7S Toaszs, 62
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Debt Service Fund

Revenue and Expenditure Summary

Revenue

From Local Sources
Interest Income
Bond Refunding
Beginning Balance
Total

Transfers from Other Funds
General Fund - County
General Fund - Schools
School Operating
Debt Service
Capital
Total Transfers

Total Revenues
Fund Balance- Beginning

Total Revenues & Fund
Balance

Expenditures

County Debt Service Payments

General Obligation bonds
Lease/Purchase Payments
Miscellaneous

IDA

Total Debt Service - County

School Debt Service Payments

General Obligation Bonds
VPSA Bonds

Literary Loan Payments
Lease/Purchase Payments
Miscellaneous

Total Debt Service - Schools

Total Expenditures
Fund Balance - Ending

Total Expenditures & Fund
Balance

Actual Budget Adopted
FY 2003 FY 2004 FY 2005 Inc/(Dec)
27,007 - - -
28,612,950
- 214,191 233,178 18,987
28,639,957 214,191 233,178 18,987
9,247,262 8,600,030 10,589,136 1,989,106
2,585,597 2,445,472 2,304,369 (141,103)
271,373 _ 271,371 (2)
11,832,859 11,316,875 13,164,876 1,848,001
40,472,816 11,531,066 13,398,054 1,866,988
588,060 221,537 221,537 -
41,060,876 $ 11,752,603 § 13,619,591 $1,866,988
22,032,797 1,846,672 1,843,971 (2,701)
519,358 487,534 392,030 (95,504)
- 214,191 223,178 8,987
3,634,240 573,392 575,951 2,559
26,186,395 3,121,789 3,035,130 (86,659)
6,387,453 663,782 664,281 499
6,783,438 6,434,027 8,544,975 2,110,948
1,197,050 1,170,385 1,143,668 (26,697)
281,228 121,103 - (121,103)
3,775 20,000 10,000 (10,000)
14,652,944 8,409,277 10,362,924 1,953,647
40,839,339 11,531,066 13,398,054 1,866,988
221,537 221,537 221,537 -
$ 41,060,876 $ 11,752,603 §$ 13,619,591 $1,866,988




Other Long-Term Obligations

On July 1, 1987, the Board of Supervisors committed to participation in the Roanoke
Regional Airport Commission with the City of Roanoke. The Commission was
established by legislative act of the Commonwealth of Virginia to own and operate the
Roanoke Regional Airport. As of July 1, 1987, under agreement between the City of
Roanoke and the County of Roanoke, the City transferred to the Commission airport real
estate, personal property, and funds to pay unexpended balances from outstanding
obligations. The Commission itself, issued $7.3 million in revenue bonds in 1988 for the
construction, expansion and equipment for a new airport terminal. The bonds are not
the debt of either participating locality. The Commission is responsible for paying all
outstanding debt. The City and County, however, are responsible for their prorated
share of any year-end operating deficits. The prorated share is based on the
proportionate share of residents utilizing the airport facility from each locality. Roanoke
County also paid a base service fee of $264,640 each year through FY 1997. To date,
the airport has not incurred any year-end operating deficits for which the City or County
would be responsible.

Roanoke County is also a member of the Roanoke Valley Resource Authority. The
Authority is the successor to the Roanoke County Resource Authority and was chartered
by the State Corporation Commission on January 10, 1992. The Charter members of
the Authority include the County of Roanoke, the City of Roanoke, and the Town of
Vinton. The purpose of the Authority is to develop a regional solid waste disposal facility
to dispose of non-hazardous solid waste generated within the Member jurisdictions. The
Member Use Agreement has a minimum term of fifty years. It provides the Roanoke
Valley Resource Authority with administrative responsibility for the regional waste
disposal system. These responsibilities include development, construction, operation
and maintenance of the Landfill in Roanoke County and the Transfer Station in Roanoke

City.

The Authority issued $33.83 million in Solid Waste System Revenue Bonds in 1992.
The bonds are not obligations of, nor are they secured in whole or in part by the Charter
Members. The bonds are limited obligations of the Authority secured solely by the net
revenues derived from the operation of the Authority.

To provide a constant revenue stream to the Authority, the Charter Members have
agreed that for as long as the bonds are outstanding, to deliver the system all
acceptable waste which they generate or collect or which is collected by a private hauler
on their behalf. Charter Members are required to make up any annual operating deficit
of the Authority on a prorated basis. The prorated amount is based on each locality’s
population at the close of the preceding fiscal year. Initially, each Charter Member’s
prorated share was as follows: County of Roanoke, 40.78%; City of Roanoke, 54.86%;
and the Town of Vinton, 4.36%.

After the first full year of operations, the Members Use Agreement requires the Authority
to pay an annual community fee to the County of Roanoke and the City of Roanoke
$300,000 and $100,000 respectively. These payments are made in consideration of the
Landfill's location in the County and the Transfer Station’s location in the City. The new
regional waste disposal began operations in May 1994.




Debt Service

The Debt Service Fund is used to accumulate all of the general government and school
debt service of the County, including bonds and lease purchases. The water and sewer
debt is accounted for in the Enterprise Fund.

Debt Summary

As previously mentioned, there is no limitation imposed by state law or local ordinance
on the amount of debt that a County may issue; however, all debt that is secured by the
general obligation of a County must be approved by referendum. Given this fact, the
County must be acutely aware that as debt levels increase, expenditure flexibility is
decreased. Bond rating agencies recommend a maximum debt service level of 10% of
net operating revenues and maximum long-term debt of 5% of assessed valuation.
Roanoke County currently maintains a debt service level of 5.24% of net operating
revenues and direct long-term debt equal to 1.49% of assessed property value. These
ratios fall comfortably below recommended levels. In general terms, these ratios
indicate that the County’s current debt requirements will not adversely affect funding for
future operations. However, it is extremely important to monitor fiscal position, given the
debt requirements to which the County has committed.

Debt Appropriations
Actual Budget Adopted % Change

Description FY 2003 FY 2004 FY 2005 04-05
Personnel $ - % - % - 0.0%
Operating 11,871,168 11,531,066 13,398,054 16.2%
Capital - - - 0.0%
Transfers - - - 0.0%

Total $11,871,168 $11,531,066 $13,398,054 16.2%
Positions - - - -
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Debt Policy and Projected Debt Ratios

One of the characteristics of a fiscally well-managed locality is the adoption of formal
fiscal policies. On May 14, 1996, the County Board of Supervisors adopted a formal
debt policy. This document formalizes the procedures that the Board has followed for
many years. The documentation of these procedures gives rating agencies and County
citizens the assurance that the issuance of debt is a well-planned transaction. In
addition, this document sets forth three ratios that will monitor the affordability of the
County’s debt level.

The County will measure its level of debt through three ratios:

1. Net Bonded Debt Per Capita — This is the outstanding debt principal' divided by the
population. The debt policy states that the County’s net debt per capita should not
exceed $1,500. Currently, the County's net debt per capita is $1,040.

2. Net Debt to Assessments — This is the outstanding debt principal' divided by the
market value assessment of all the property (real and personal) and located in the
County. The debt policy states that the net debt to assessments ratio should not
exceed 3%. Currently, the County’s ratio is 1.49%.

3. Debt Service to General Fund Expenditures — This is the debt service (principal
and interest) paid in a year divided by the total general and school expenditures.
The debt policy states that the debt service to general fund expenditures ratio should
not exceed 10%. Currently, the County’s ratio is 5.24%.

Net Debt is the amount of bonded debt that is payable from the general fund. The rating
agencies are concerned with net debt because the citizens’ ability to pay, the tax rate,
and the assessed values impact it. The water and sewer debt (which is not included in
net debt) is payable from the revenues of the water and sewer systems.

The debt policy also states that the Capital Improvement Plan will include a five-year
projection of the County debt ratios. This projection of ratios can be used to determine
the County’s ability to issue new debt. The attached schedules show a ten-year history
of significant debt ratios.

' This includes debt to be paid from general tax dollars, excluding debt paid from the water and
sewer operations.
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Net Bonded Debt

$120,000,000
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1999 2000 2001

2002 2003

I Neo* Bonded Debt —#— Net Bonded Debt As a Percent of Assessed Value

Gross Net* Net Bonded Debt

Fiscal Bonded Bonded Assessed As a Percent of
Year Debt Debt Value Assessed Value
1994 $125,082,439 $58,487,813 $3,744,032,793 1.56%
1995 133,844,667 68,472,168 3,982,714,629 1.72%

1996 129,412,652 64,987,475 4,295,855,267 1.51%

1997 125,865,051 62,194,592 4,483,765,890 1.39%
1998 123,831,514 59,474,009 4,717,239,161 1.26%
1999 145,368,159 72,915,834 4,956,518,597 1.47%
2000 151,095,334 76,752,354 5,213,636,831 1.47%
2001 160,524,800 87,236,059 5,494,676,027 1.59%
2002 167,327,810 96,115,455 5,784,563,055 1.66%
2003 160,343,319 91,189,077 6,114,841,655 1.49%

*Net Bonded Debt is equal to gross bonded debt minus Water and Sewer Fund debts,




Debt Service as a Percent of General Expenditures
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I Total Debt Service —#— Debt Service as a Percent of General Expenditures

Notes:

Total Total General Debt Service
Fiscal Debt Government as a Percent of
Year Service Expenditures  General Expenditures
1994  $ 8,779,283 $ 121,541,135 7.22%
1995 8,162,214 127,386,618 6.41%
1996 8,609,544 136,110,967 6.33%
1997 9,047,669 143,094,134 6.32%
1998 8,895,361 145,954,642 6.09%
1999 9,111,790 153,573,704 5.93%
2000 10,498,950 162,416,415 6.46%
2001 11,041,982 172,538,763 6.40%
2002 9,849,231 183,666,100 5.36%
2003 11,469,566 218,591,712 5.24%

The County does not have any overlapping debt. General Government expenditures
include General Fund, Compenent Unit School Fund Service Fund.




Debt and Expenditures Per Capita
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1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
Expenditures Per Capita B Debt Per Capita |
Total General Expenditures Net Debt
Fiscal Government Per Bonded Per
Year Population Expenditures Capita Debt Capita
1994 82,700 $ 121,541,135 % 1,470 $ 58,487,813 § 707
1995 81,800 127,386,618 1,557 68,472,168 837
1996 81,800 136,110,967 1,664 64,987,475 794
1997 81,700 143,094,134 1,751 62,194,592 761
1998 83,200 145,954,642 1,754 59,474,009 715
1999 83,700 153,573,704 1,835 72,915,834 871
2000 85,778 162,416,415 1,893 76,752,354 895
2001 86,800 172,538,763 1,988 87,236,059 1,005
2002 87,700 183,666,100 2,094 96,115,455 1,096
2003 87,700 218,591,712 2,492 91,189,077 1,040





